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There is very little foreign ore entering our heartland today even though

- the price is right. - At the moment, we are contracturally locked into
Lake Superior District ore, but can only use a fraction of our
commitment. Most of the foreign ore consumed in the U.S. keeps the Fast
Coast blast furnaces going. Wurnaces on the Gulf and West Coasts and
many more inland are down indefinitely -- not because of our failure to
-meet competition, but because we permit or encourage our valued foreign
trading partners to dump their surplus steel on our shores -- thus
killing the goose that lays the golden egg.

In closing, 12 years ago Jeno Paulucci funded a 170 page report by the
Stanford Research Institute entitled: "The Rffect of Higher Production
Taxes on The Minnesota Taconite Industry."” The report stated that
Minnesota pelleis were competitive, but that unbriddled taxation could
hurt the industry. Today Minnesota Taconite is not competitive.

Today, it is not Just taxes, but all segments of operating and
transportation costs that need study and improvement--and government and
industry must work together if the Mesabi --"The sleeping fiant" is to
survive. ' t i

Presented by D. J. ¥nochs in a seminar for the Minnesota Legislature on
E% Technolpgy - Based Issues in Minnesota's Feonomic Development.

~ Sponsored by the Science Museum of Minnesota und the Science and
Technolpgy Council St. Paul, MN, ‘

January 6, 1983,
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MTNNESO™A TRON

In northeastern Minnesota, about two billion years ago, the right combination
of rocks, physical forces and chemistry resulted in the precipitation of iron
and silica in the bottom of large, deep lakes--the beginning of iron
formation. More sediments came and the earth was tormented and contorted to
change the iron/silica sediments into 50 billion tons of iron-bearing rock.
About half ot it formed magnetic taconite, a flint- hard material contalning 20
to 25% iron in tiny specs of magnetic iron oxides that could be freed by
crushing) grinding and magnetic separation. 1In places where the iron
formation reached the surface, three billion tons of richer ore were formed in
pockets after silica had been leached away.

Fons later, nature brought two other valuable resources to the area--white

pine for ests and beaver. In the middle 1600's, the Chippewa were in place

when the voyagers arrived., After 150 years, high U. S. taxes encouraged the
Frenchmen to move their fur trading headquarters from firand Portage to ¥t.

W1111am, Ontario. L

*In 1859, four years after-the first regular iron ore shlpments fron Narquette,
Michigan, the Wieland family started a sawmill in Beaver Bay, primarily to
serve the copper and iron mines of northern Michigan.

" George A. Stuntz first discovered ore in Minnesota in 1865 near Tower. In the
same year, Christian Wieland found magnetic taconite near Babbitt while
guiding & gold exploration party headed by H. H. Fames, the first State
fheologist. Peter Mitchell, a prospector from Michigan, became involved and
dug the first test pit on the Eastern Mesabi in 1871. .

From those beginnings, the following events occufred:
1882 ' Mesabi Iron Company organzéed in Duluth
b - First iron mining company in the state
- Later bought the taconite holdlngs near Babbitt

1884 Railroad completed Mower to mwo ﬂarbors. Nncovered Yesahi iron
formation in a road cut. Firat shipment of Minnesota ore from
Soudan Mine (Vermlllion Range) p;z

P | 8%0 Merrltt brothers round ore at Mounta%n Iron on the Hesabi.
1892 First ore shipment from the Mesabi..;
1895 John D. Rockefeller acquired the MeL;itt»and other Meaabi
f holdings in the panic of 1893. f“; % ; o
.1905 Rockefeller sold Mesabi holdings to U S. Steel.
1912 . First experiments with nagnetic separation of taconite by

ﬂniversity of Minnesots, Mlnes FxperiTent Station.
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1915

1916
1919
1922/24

1929
1939
1941

1939-50

N

~D. M. Jackling and other notables formed Mesabi Syndicate
‘(later Mesabi Iron Co.) to lease the Babbitt taconite from

Hesaba Tron Company.

Steel mill built in Duluth (shut down in 1972)

Work started on the first taconite plant at Babbitt.

Sintered taconite concentrates produced and shipped from
Babbitt. High costs ($7.00/ton) and low prices ($5.40/ton)
closed the plant. '

Armco and Oglebay Norton investigated Eastern Mesabi taconite.

Reserve’Mining Company organized.

maconite Max Law (5¢/ton prod.), in lieu of Ad Valorem and

- property tax to encourage development of taconite.

Crisis in ore expected with fast growing demand and rapid
depletion of direct shipping ore. W%astern Mesabi researched
for concentratability, pelletizing and blast furnace use.
Tests and developmental work by Mines Fxperiment Station,
Minneapolis, Reserve at Babbitt, ¥rie at Aurora, Armco in
Ashland, Xentucky, and Bethlehem in Lebanon, Pennsylvania.

1950°s (early)

1950/51
1952

1954
1955

1959
1964

1968-717

 First shipment of ore from Quebec/Lébﬂédor. r

New blast furnaces built by U.S. Steel at Fairless Hills,
Pennsylvania, and by Bethlehem Steel at Sparrows Point,
Maryland, to receive South American and African ores. .

Armco and Republic became 50/50 owners of Reserve.

The Paley Report, commissiohed by President Truman, stated that

the Nations's iron ore resources were depleting and that we had
to depend on foreign sources for our-ﬁupply. ‘

il ;
_ 1! _ .
®irst production of commercial pellgré'at Silvér Bay--shipped
April, 1956, . ﬁ" i ‘

. . }

Opening of the St. Lawrence Seavay.

Taconite Amendment limiting future té#'increases on taconite to
the same level applied to other stategpanufacturing :
operations--approved by voters, 7:l mérgin; Billions of
dollars comnitted to taconite development 1964 through

mid-1970°'s.

Reserve Mining Company tailiﬁgs dispo§al controversy ending o
with permits granted to Reserve for aq on-land disposal , i
systen. : ; ;
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1973/74

1977-80

1982

e it

cut or eliminated. , . 1
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VYorldwide steel demand peaked.

Steelmakers frantically searched for raw
materials--determined not to be caught short--dedicated
themselves to self-sufficiency.

vconomic forecasters universally confident of substantial
growth in steel demand.

1
t

Multi-billion dollar construction of pellet opérations
continued-~with little increase in blast furnace capacity
to accommodate new pellet production. .

Forecasters were wrong. Pellet capacity utillzatlon
diminished to 70% by 1980. o

Minnesota taxes on pellets increased from 32£/6.T. in 1970
to $2.72/G.%. in 1980--a factor of 8 1/2. 1In the same
period, pellet prices increased by a factor of less than

a[;
North American blast furnaces required about 60M tons of

ore and pellets in 1982--50% of 124M tons rated capacity.
Minnesota shipped 25M tons or 409 of 63M tons capacity.

Wearly all North American steel producers sought ways to
divest themselves of pellet ownership positions. Some
companies who lost over $100M on iron ore commitments,
could have saved $50M or more with foreign purchases.,
Brazilian ore reached consumers in the midwest for $10 to
$15/ton less than Minnesota ore. ‘

Steel and iron nining employment costs reached $24 to
$25/hour.

Steel and mining companies needéd cash. T.ayoffs,
terminations and early retirements occurred at all
levels. Research and exploration budgets were drastically

!

McLouth Steel forporation filed:for Chapter 11 bankruptcy
protection, was purchased and restructured with lower
employment costs and no ore commitments. Other companies

were in trouble. Restructured companies c¢ould be among
the most competitive in the 1ndustry.




1983 and beyond:
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havid J. Fnochs
Pecember 28, 1982
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mhe steellindustry is currently operating at 40%
capacity.

World steel and iron ore demand through the 1980°'s is
expected to grow by 1 1/2 to 2 1/2% per year. The growth
will have little impact on the use of lLake Superior
pellets. Only 50% of Minnesota's pellet capacity is
expected to be required over the next two years.-if it is
competitive. Improved demand from 1985 to 1988 will be
gradual.

vorecasters predict weak prices for iron ore until 1985.
pemand in North America is not expected to exceed supply
until the late 1990°'s or turn of The century.

. ’ M

Steel and pellet producers are concerned with survival.
Most of them are intensely studying which plants to cut
back or shut down. While collective studies by two or
more companies could result in optimal savines, until now
few companies have shown any interest in working with
others on the problems. There are many ownership
complexities and polarization problems among producers,
owners, consumers, employees, government and special
interestis. -

In the more distant future, iron ore and steel producers
may radically depart. from conventional raw material and
steel making practices. New practices could conceivadbly
be researched, designed and installed to optimally serve
the best interests of the sponsors.

Nearly three billion tons of Minnesota direct-shipping ore
(non-taconites) have been mined and shipped over the past
100 years. The signifi?ant volume is gone.

v o
‘Fifty billion tons of low-grade iron formation,

representing 15 billion|tons of concentrates or pellets,
remain in northeastern Minnesota; Properly handled, this

emounts to several hundred years'of reserves.
. . i,li tou :
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